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Capitalism and Socialism
[bookmark: _GoBack]A capitalist economic systems is defined as an economic system where private individuals, corporations and businesses are responsible for making independent decisions on capital goods. Demand and supply dictate the production of goods and services under the economic system of capitalism. Also, the free markets determine how goods and wealth are distributed. There is no much interference from the government because individuals are unrestrained in participating in the economy. The needs of the market determine the contribution individuals make to the economy and in turn they are rewarded based on their personal wealth. On the other hand socialism is defined as an economic system which is characterized by government regulations where they intervene and relocate resources (Shaw, 2014). In this type of economy the means of production are equally owned by everyone in that assets are owned by the government and co-operatives. In socialist economies it is notable that the democratically elected government controls and owns major industries and businesses. Socialism believe that each person has the ability to contribute to the economy and at the same time get a share of the collective production of the economy (Shaw, 2014).
Capitalist economy system encourages business to manufacture quality products and provide services as efficiently as possible because demand and supply dictate the market forces (Mihalyi & Szelényi, 2017).  Also, capitalism encourages efficiency in firms cut cost and make innovation based on the demand of goods from the people. The incentive to make profit and maximize wealth in capitalism economy encourages innovation and development. In capitalism economy there is economic freedom which translates to political freedom since the government does not own means of production and prices therefore large bureaucracy by government is eliminated. However, critics of capitalism have argued that private ownership of capital may lead to monopoly power in production. Therefore this can encourage firms to exploit consumers by charging higher prices. There is widespread inequality between the owners of the factors of production and workers. Notably, the social benefits are ignored in capitalism because individuals and firms are focused on maximizing their profits (Mihalyi & Szelényi, 2017).
Socialism ensures equality by redistributing resources from the rich to the poor and this ensure equal opportunities are available for everyone. The minimum basic income of the poor people are catered for and this translate to improved standards of living. Monopoly and monopsony which are result of excess free market are controlled in socialism economy. In this economy the society is more cohesive because everyone feels they have fair stake in economy (Xu, 2017).State owned resources and utilities can be run in the interest of the public rather than individual and therefore the public can benefit from public ownership. The cons of socialism include the lack of incentive to progress and innovate since individuals feel that the government is benefitting from high profits generated. Also, inefficiency is evident because workers and managers lack the incentive to cut costs and innovate. There are chances of failure in a market where resources are owned and controlled by the government. Firms that are dominated by government regulations may discourage investments which can lead to poor economic growth.  Besides, shortage and surpluses are evident since prices are set by the government in socialism economy (Xu, 2017).
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